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Abstract

This Research paper presents a deep and Multi-dimensional analysis of the trajectory of Per Capita
Income (PCI) in India during the period from 2014 to 2025. Over the past decade, the Indian economy
has emerged as one of the fastest-growing major economies in the world, crossing the milestone of a 3.5
trillion GDP. This macroeconomic growth has had a direct impact on the average income of the
country's citizens. Utilizing data at both current and constant prices, this paper demonstrates how
India's per capita income rose from approximately 386,000 in 2014 to cross the threshold of 32,10,000
by 2024-25.

The paper identifies key growth drivers, including Digital Public Infrastructure (DPI), Direct Benefit
Transfer (DBT), an unprecedented surge in public capital expenditure (Capex), and the sustained
dominance of the services sector. However, the study also highlights stark regional disparities (e.g.,
Goa, Sikkim, and Telangana versus Bihar and Uttar Pradesh) and widening income inequality. The 'K-
shaped' recovery observed in the post-COVID-19 pandemic era has significantly skewed consumption
patterns. In conclusion, this paper puts forward policy recommendations for inclusive growth,
manufacturing revival, and labor force upskilling to shield India from the "Middle-Income Trap™ and
help realize the vision of 'Viksit Bharat' (Developed India) by 2047.

Introduction

Background and Context

Per Capita Income (PCI) is one of the most critical and universally accepted indicators for evaluating a
nation's economic progress, public welfare, and standard of living. It is far more than a mere
mathematical abstraction derived by dividing the total national income by the total population; it
fundamentally reflects the purchasing power, nutritional status, healthcare access, and overall quality of
life enjoyed by a nation's citizens.

The year 2014 marked a watershed moment in India's economic history. With the arrival of a new
political leadership, the country embarked on a series of aggressive structural reforms. The period
between 2014 and 2025 witnessed remarkable economic volatility—encompassing demonetization
(2016), the implementation of the Goods and Services Tax (GST - 2017), the twin-balance sheet crisis in
the banking sector, the devastating shock of the COVID-19 pandemic (2020-21), and the subsequent
rapid economic resurgence. Despite these intense global and domestic headwinds, India's per capita
income maintained a highly resilient upward trajectory.

Research Objectives
The primary objectives of this research paper are as follows:
1. To conduct a data-driven analysis of the nominal and real changes in India's per capita income
between 2014 and 2025.
2. To evaluate the macroeconomic factors and government policies that accelerated income growth.
3. To examine the state-level and rural-urban income divergence (Regional Disparities).
4. To analyze the trends in income inequality and its subsequent impact on middle-class purchasing
power.
5. To proffer actionable policy recommendations to ensure sustainable and equitable income
growth in the future.
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Methodology and Data Sources
This study is primarily quantitative and analytical. The empirical data used for this research has been
compiled from official repositories, including the Ministry of Statistics and Programme Implementation
(MoSPI), the National Statistical Office (NSO), the Reserve Bank of India (RBI), the World Bank, the
International Monetary Fund (IMF), and the Periodic Labour Force Survey (PLFS).
The data is analyzed through two primary metrics:
e Per Capita Net National Income at Current Prices: Reflects the nominal market value,
factoring in the prevailing rate of inflation.
e Per Capita Net National Income at Constant Prices (Base Year 2011-12): Removes the
distorting effects of inflation to display real income growth and actual purchasing power.

Macro-Economic Overview (2014-2025)
To comprehend the trajectory of India's per capita income, it is essential to examine the overarching
macroeconomic indicators of the last eleven years.

GDP Growth vs. Per Capita Income Growth

In 2014, India’s GDP hovered around $2 trillion. By 2024-25, it scaled up significantly to rest between
$3.75 and $3.9 trillion. This expansion in economic scale directly fed into the per capita income pools.
Notably, per capita income growth does not perfectly mirror GDP growth rates because population
growth acts as a critical denominator. Over this decade, India's annual population growth rate
decelerated to roughly 0.8%—1%, allowing the gains of economic expansion to translate more effectively
into higher per capita income.

Statistical Analysis at Current and Constant Prices
The following table illustrates the progression of Per Capita Net National Income (NNI) from FY 2014-
15to FY 2024-25:

. . . Annual Per Capita Income at

Financial |Per Capita Income at . . Real Growth

Year (FY) Current Prices (%) GrO\Q/g/r;)Rate Constant P;lzc)e??()Base. 2011- Rate (%)
2014-15 86,647 9.5% 72,805 6.2%
| H | H | |
2015-16 [ 94,797 | 94% | 77,659 | 67% |
2016-17 [ 1,03,870 | 96% | 82,931 | 68% |
2017-18 [ 1,15,224 | 109% | 87,586 | 56% |
2018-19 [ 1,25,955 | 93% | 92,133 | 52% |
2019-20 [ 1,32,115 | 49% | 94,270 | 23% |
2020-21
(COVID) 1,27,065 -3.8% 85,112 -9.7%
2021-22 [ 1,48,524 | 169% | 92,444 | 86% |
2022-23 [ 1,69,496 | 141% | 99,404 | 75% |
2023-24 [ 1,84,205 | 871% | 1,04,200 | 48% |
2024-25 2,12,000 15.0% 1,11,500 7.0%
(Prov.)

Source: National Statistical Office (NSO) and RBI Handbook of Statistics (Revised and Estimated
Figures 2025-26).
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Data Analysis

1. More than Doubling of Nominal Income: At current prices, per capita income surged from
%86,647 in 2014-15 to cross %2,12,000 in 2024-25. This equates to a staggering 144% nominal
expansion over the 11-year period.

2. Real Income Trajectory: At constant prices (the true indicator of purchasing power), the per
capita income scaled from 372,805 to X1,11,500. This represents a real growth of approximately
53%, proving that despite inflation, the fundamental standard of living of the average citizen
improved.

3. The Pandemic Shock (2020-21): Due to the stringent nationwide COVID-19 lockdowns, real
per capita income contracted sharply by 9.7% in FY 2020-21. This severe contraction
underscores the extent to which the pandemic disrupted civilian livelihoods.

4. V-Shaped Resurgence: FY 2021-22 and FY 2022-23 registered robust nominal growth rates of
16.9% and 14.1% respectively, highlighting the underlying structural resilience of the economy.

Key Drivers of Per Capita Income Growth: The steady growth in India's per capita income between
2014 and 2025 was not an accidental occurrence, but the direct outcome of specific systemic shifts and
policy choices.

Digital Public Infrastructure (DPI1) and Financial Inclusion
The conceptualization and execution of India’s digital transformation have become a blueprint for global
economies. The 'JAM Trinity' (Jan Dhan-Aadhaar-Mobile) revolutionized the financial ecosystem:
e Pradhan Mantri Jan DhanYojana (PMJDY): Over 500 million new bank accounts were
operationalized, integrating the rural and marginalized populations into the formal banking grid.
o Direct Benefit Transfer (DBT): Subsidies from welfare schemes were channeled directly into
beneficiaries' bank accounts, cutting out middlemen. According to the World Bank, this
effectively minimized systemic leakages and boosted the disposable income of low-income
households.
e UPI (Unified Payments Interface): Micro-merchants and informal workers were absorbed into
the digital economy, expanding their business horizons, lowering transaction costs, and
enhancing individual income capacity.

Manufacturing and ‘Make in India' (PLI Schemes)

The initial 'Make in India' framework launched in 2014 received an aggressive stimulus post-2020 via
the 'Production Linked Incentive' (PLI) schemes. Targeting 14 champion sectors (such as electronics,
pharmaceuticals, automobiles, and advanced chemistry cells), PLI catalyzed massive domestic and
Foreign Direct Investment (FDI).

Electronics and Smartphone Manufacturing: India rapidly ascended to become the world's second-
largest mobile manufacturer. The setup of large-scale manufacturing units by global tech giants like
Apple (via Foxconn) and Samsung generated hundreds of thousands of direct and indirect high-wage
assembly jobs, lifting per capita productivity in the industrial belts.

Service Sector Leadership and Global Capability Centers (GCCs)
The services sector has historically remained the locomotive of India's GDP and income growth. In the
2014-2025 decade, it pivoted from low-margin IT outsourcing to high-value 'Global Capability Centers'
(GCCs).
e India now hosts over 1,600 GCCs, acting as global nodes for Fortune 500 companies in areas
like Artificial Intelligence (Al), R&D, data analytics, and advanced cybersecurity.
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e These centers absorbed India's highly skilled urban youth into premium high-income jobs,
triggering a massive consumption and purchasing power boom in metropolitan clusters.

Capital Expenditure on Infrastructure (Capex Boom)

Post-2014, the Central Government pivotally reallocated its budgetary priorities away from revenue
expenditure (such as untargeted subsidies) toward massive public Capital Expenditure (Capex).

e In the FY 2024-25 budget, the Capex allocation was scaled to an unprecedented X11.11 lakh

crore (3.4% of GDP).

« National Highways, Rail Modernization (Vande Bharat, Dedicated Freight Corridors), and

Greenfield Airports: This immense infrastructure creation generated heavy demand in

downstream sectors like cement, steel, and construction. Consequently, daily wage rates for

unskilled and semi-skilled construction laborers rose significantly, providing a baseline cushion

to rural income levels.

Regional and State-Level Disparities
While national-level aggregates offer an optimistic picture, a granular state-level analysis uncovers deep
structural divergence. Economic growth across India's geography has been highly uneven.

Leading States vs. Backward States (The Dynamic Divide)
Indian states can be structurally bifurcated into high per capita income zones (primarily Southern and
Western states) and low per capita income zones (primarily Northern and Eastern states).

The table below illustrates the Net State Domestic Product (NSDP) per capita for selected states
based on available figures for FY 2023-24

State / Union Per Capita Income at Current Prices (X| Position Relative to the National
Territory - FY 2023-24) Average
\Goa H 5,40,000 HNearIy 3 times the National Average |
Sikkim %4.75,000 High (driven by tourism and
hydropower)
\Telangana H 3,45,000 HLeader among the Southern block |
\Karnataka H 3,25,000 HHigh due to the IT/Tech ecosystem |
‘Maharashtra H X2,75,000 Hlndia's largest powerhouse economy |
National Average X1,84,205 Benchmark Reference Point
(India)
\Madhya Pradesh H X1,40,000 HBeIow the National Average |
‘Uttar Pradesh H X85,000 HLess than half of the National Average|
i 0
Bihar 259,000 Lowest in the country (32% of

National Average)

Source: MoSPI and State Economic Survey Reports (2024-25)

Primary Reasons for Regional Divergence

1. Industrialization and Coastal Advantages: Coastal states like Gujarat, Maharashtra, Tamil

Nadu, and Karnataka leveraged their maritime access, legacy industrial bases, and superior
logistics to attract the lion's share of FDI and export orders.
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2. Urbanization Matrices: States featuring high urbanization rates (e.g., Tamil Nadu at 48%,
Telangana) enjoy higher per capita income because urban centers foster high-productivity
service and manufacturing ecosystems. Conversely, states like Bihar (11% urbanization) remain
trapped in low-productivity agrarian cycles.

3. Demographic Dividend vs. Demographic Burden: Highly populated states like Uttar Pradesh
and Bihar continue to register relatively high birth rates. Consequently, even when their absolute
state GDP grows, the massive population expansion dilutes the net gains, slowing down per
capita growth.

Rural-Urban Divide
Data from the National Sample Survey Office (NSSO) and the Household Consumption Expenditure
Survey (HCES 2022-23) reveal that the wedge between rural and urban consumption remains wide:
e The Monthly Per Capita Consumption Expenditure (MPCE) in rural India stood at %3,773.
e In urban India, the MPCE was recorded at 36,459.
e Although rural consumption grew at a faster percentage clip post-2014 (fueled by rural road
connectivity and welfare transfers), the urban-to-rural income ratio continues to hover around
1.7:1.

Income Distribution and Economic Inequality

The fundamental limitation of Per Capita Income is that it is an average that does not expose internal
income distribution. If a small cohort of billionaires records exponential wealth gains, the arithmetic
national per capita income goes up, even if the bottom 50% of the population experiences stagnant
earnings. Hence, assessing economic inequality over this decade is imperative.

'K-Shaped' Recovery and the Rise of the Middle Class
Particularly in the wake of the 2020 pandemic, economists have intensely debated the manifestation of a
'K-shaped' recovery in the Indian marketplace:
e« The Upper Arm (K): Tech professionals, corporate executives, and equity market investors
experienced unprecedented wealth appreciation. This birthed a trend of 'Premiumization’ in
India, characterized by record-breaking sales of luxury vehicles, premium real estate, and high-
end smartphones.
e The Lower Arm (K): Workers in the informal sector, daily wage earners, and micro-
entrepreneurs took much longer to shake off the disruptions of the pandemic lockdowns. Their
real wage growth was frequently eroded by bouts of persistent food inflation.

Despite this cleavage, the absolute volume of the Indian Middle Class expanding on a purchasing-power
basis remains formidable. A comprehensive report by PRICE (People Research on India’s Consumer
Economy) indicated that households earning between X5 lakh and 30 lakh annually expanded from
14% in 2014 to roughly 31% by 2024, acting as the primary anchor for domestic demand.

Gini Coefficient and Labour Force Participation Rate (LFPR)

e Gini Coefficient: According to multiple transnational studies (including the World Inequality
Report), the top 1% of India's population controls nearly 22% to 25% of the total national
income. India’s Gini Coefficient (measuring income inequality) tilted upwards from 0.35 to
roughly 0.40 over the decade, flashing signals of compounding inequality.

o Female Labour Force Participation (FLFPR): On a positive note, the Periodic Labour Force
Survey (PLFS) highlighted that the Female LFPR experienced a significant leap—climbing from

e
International Journal of Business and Administration Research Review Vol.13, Issue - 2 April - June 2026 Page 79




S

. | acr 7104 s
(A o Imp o o & Iodexed | E- ISSN -2347-856X
S~q=2  Peer Reviewed & Indexed Journa ISSN -2348-0653

www.iibarr.com
a meager 23.3% in 2017-18 to 41.7% by 2024-25. The emergence of dual-income households
has significantly augmented per capita family income in urban and semi-urban clusters.

Major Challenges and Bottlenecks
Transitioning India's per capita income from its current level of $2,500 (%2,12,000) to the bracket of a
High-Middle-Income country presents several deep structural challenges.

Vulnerabilities of the Informal Sector
Approximately 80% to 85% of India's total workforce remains locked within the informal economy.

e While structural policy tools like GST and digital payments have aggressively accelerated
formalization, the MSME (Micro, Small, and Medium Enterprises) landscape still battles low
credit penetration and low technological adoption.

e Lacking systemic institutional shock absorbers (such as provident funds and health insurance),
informal workers remain highly vulnerable. A single health crisis or localized economic
downturn can push a household back below the poverty threshold, preventing long-term stability
in per capita income.

The Crisis of Jobless Growth

A unique structural distortion in India's development path is its leap directly from agriculture to
service-led growth, skipping the traditional intensive manufacturing phase. Consequently,
manufacturing’s contribution to the GDP remained stagnant around the 15-17% band.

o Skill Mismatch: While millions of graduates enter the job market annually, a significant
percentage lack industry-aligned technical skills, causing widespread underemployment or
structural unemployment.

« High-PCI sectors like IT and finance are increasingly capital-intensive and Al-driven, generating
massive revenue growth but failing to create mass-scale employment for the semi-skilled masses.

Global Shocks and Inflation

Inflation acts as a direct tax on per capita purchasing power. Between 2022 and 2025, external
disruptions like the Russia-Ukraine war and geopolitical flashpoints in West Asia severely fractured
global supply lines.

e Food and Fuel Inflation: India imports nearly 85% of its crude oil requirements. Volatility in
global energy prices combined with climate-induced agricultural shocks (such as El Nifio
patterns) pushed domestic food inflation to the 6-7% mark at regular intervals. This significantly
squeezed the 'Real Income' of lower-income groups, as a dominant portion of their wages was
absorbed entirely by basic food and energy costs.

Policy Interventions and Corrective Measures
To counteract these imbalances and elevate the baseline of per capita income, the state deployed several
highly targeted structural programs:

1. Aspirational Districts Programme (2018): This initiative identified the 112 most socio-
economically backward districts in the country. By focusing resources on healthcare, nutrition,
education, and basic infrastructure, it sought to converge these lagging pockets with the national
average per capita income.

2. PM GatiShakti National Master Plan: Designed to untangle India's logistics bottlenecks, this
plan aimed to reduce logistics costs from roughly 14% of GDP to a globally competitive 9%,
freeing up capital for businesses to expand and elevate structural wages.
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3. Corporate Tax Rationalization (2019): Slashing baseline corporate tax rates to 22% (and 15%
for new manufacturing entities) successfully revitalized private investments and positioned India
as an attractive global destination for high-wage employment generation.

4. PM VishwakarmaYojana (2023): Aimed directly at enhancing the earning capacity of
traditional artisans and craftspeople (blacksmiths, goldsmiths, potters) by providing institutional
credit, modern toolkits, and skill upskilling.

Way Forward and Conclusion

India is currently positioned in a unique demographic sweet spot, with over 65% of its population within
the working-age bracket (15-59 years). This demographic window is projected to remain open until the
2040s. To maximize this asset and propel per capita income forward, the following strategic
interventions are critical:

o Shifting Labor out of Agriculture: Currently, nearly 43% of India's workforce is tied to
agriculture, which yields only 16-17% of the national GDP. India must rapidly transition this
surplus labor pool into high-productivity, labor-intensive manufacturing sectors (such as textiles,
footwear, and electronics assembly) and semi-urban construction.

e Investing in Human Capital (Health and Education): Public spending on healthcare needs to
hit at least 3% of GDP, and education must scale to 6% of GDP (as recommended by the
National Education Policy 2020). Only a structurally healthy and technically skilled workforce
can generate high per capita value.

e Transitioning to a Green Economy: Aggressive deployment of resources into renewables
(solar, wind, and the National Green Hydrogen Mission) will significantly lower the country’s
massive fossil fuel import bill. The saved national capital can then be redeployed domestically to
foster new ‘green-collar’ jobs.

Conclusion

The decade spanning 2014 to 2025 has been a transformative phase in India's economic history. The
expansion of nominal per capita income from 286,000 to over 32,12,000 represents a historic leap
forward. It validates the resilience of India's macroeconomic foundations, technological leapfrogging
(via DPI), and structural policy continuity.

However, this growth narrative must contend with the realities of widening regional disparities and
income concentration. India's ultimate economic success will not be measured by the speed at which its
top 10% amasses wealth, but by how quickly it can uplift the productivity and income baselines of the
bottom 50% residing in rural zones and lagging states like Bihar and Uttar Pradesh. If India maintains its
path of structural execution, industrial diversification, and aggressive skill cultivation, it will
successfully bypass the middle-income trap and transform the vision of 'Viksit Bharat 2047" into reality.
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